
In February 2010 we invested £29.7 million in 
the £185 million management buyout of esure 
from Lloyds Banking Group, led by Peter Wood, 
founder and CEO of esure. The transaction was 
unleveraged.

Founded in 2000 as a joint venture between 
Peter Wood and Halifax, esure offers car, home, 
pet and travel insurance over the internet and 
by phone. In 2005 the business launched the 
Sheila’s Wheels brand marketing car, home and 
travel insurance primarily to women. Now one 
of the UK’s leading motor insurers, esure has 
some 1.3 million motor and 0.4 million home 
insurance policyholders. Peter Wood is a highly 
experienced and successful entrepreneur 
having founded Direct Line in 1985, the first 
telephone only insurance company in the UK.

The motor insurance market has been going 
through a difficult trading period over the past 
couple of years and the company has not been 
immune to this. However esure has taken a 
number of initiatives to mitigate this, including 
premium increases (along with the whole 
market) which will have a beneficial effect on 
financial performance in the medium term.
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In February 2010 we also invested €10.5 million 
(£9 million) in Kalle, the global manufacturer of 
artificial sausage casings and sponge cloths.

Based in Germany, Kalle is a market leader in 
its segment of the resilient food sector. The firm 
offers a portfolio of high quality products (12,000 
different products supplied to c.1,100 customers 
in 80 countries), benefits from significant 
production efficiencies, and is well positioned to 
continue to outperform the market. As the most 
innovative polymer and value adding casings 
supplier in the world, Kalle has a track record 
and future pipeline of product innovations. 

Electra’s investment, in conjunction with 
other private equity investors, will support the 
business’s development of new products and its 
global buy and build strategy.

Overview

Despite a small recovery at the start of the year, 
the economic environment for 2010 continues 
to be uncertain.

Whilst we have enjoyed an active start to the 
year, we remain cautious but enthusiastic about 
the future.
 
In this newsletter we provide an overview of 
our new investments, bolt-on acquisitions, 
as well as an update on a selection of our 
portfolio companies. This edition’s guest article, 
“Building a Fund Management Business in a 
Changing Environment”, is by Mike O’Shea, 
Chief Executive of Premier Asset Management.

Half Year Results

In May our major client, Electra Private Equity 
PLC (“Electra”), posted its half-year results to 
31 March 2010. 

In the six months to 31 March 2010 the net asset 
value increased by 10% on the back of signs 
of recovery in trading for some of its portfolio 
companies. Electra’s share price increased by 
132.2% over the year to 31 March 2010 which 
compared to a 46.7% increase in the FTSE All-
Share Index over the same period.

Electra’s stable portfolio means that it is able 
to concentrate its efforts on seeking new 
investment opportunities. This has resulted in 
£138 million of investment over the six months 
in two new investments together with further 
investments in existing portfolio companies. 
Realisations totalled £75 million for the period.

As at 31 March 2010 there was no net gearing 
in Electra. With £233 million of investment 
capacity Electra is in a good position to pursue 
further opportunities.

If you would prefer to receive this newsletter 
electronically please email Nick Board at 
nboard@electrapartners.com.

“We are delighted to be involved in this deal; 
esure has a great brand and is managed by an 
entrepreneur with a fantastic track record.”

Tim Syder
Deputy Managing Partner 

“Kalle is a market leader in its field and we 
are delighted to be investing in this deal. This 
is another example of a defensive sector 
investment with strong upside potential.”

Rhian Davies
Partner

New investments



In March 2010 Electra Partners, together with existing investors and 
additional investor Varde Partners, backed SAV's acquisition of a 
£835 million credit card portfolio from Citigroup.

We first invested in SAV Credit, the UK's leading specialist credit card 
provider, in March 2006.

The acquisition, which builds on the success of the Marbles deal in 
2007, provides SAV with an additional 540,000 credit card customer 
accounts, effectively doubling the company's total number of customers 
to over one million and tripling the size of the receivables portfolio to 
more than £1.2 billion.

"This transformational deal consolidates SAV's market-leading position 
as a specialist lender and is yet another example of our strategy to 
support and enhance our portfolio whilst providing the potential for 
substantial upside".

David Symondson
Deputy Managing Partner

The period since September 2007 has been one of the most turbulent 
economic times for many decades and for many businesses’ managers 
the period has been understandably difficult. This has been particularly 
so in the financial services sector where the impact of volatile markets 
has often required a major re-appraisal of business strategy.

Our own business was taken private with support from Electra Partners 
in a leveraged buyout in September 2007. As seasoned observers will 
note, for a business that is largely dependent on the level of stock and 
bond markets for its revenue, this was not the best month we could have 
chosen! Even though the underlying business was performing well, the 
management team was almost immediately faced with having to adjust 
the cost base to deal with the new environment. For a business where 
two thirds of the costs are people, this inevitably meant shedding staff 
and we had to lose some valued colleagues during the period.

However, in our industry it is difficult to become bigger by becoming 
smaller as there is a point at which you become unable to cover the 
bases efficiently. The challenge for the management team became, 
therefore, one of adapting the business strategy to take advantage of 
the economic situation and to re-engineer the business so that it could 
survive and prosper in the new environment. 

For us this necessarily involved gaining scale within the business. As 
market conditions worsened during 2008, I felt strongly that one of the 
features of the difficult economic environment was that the UK Retail 
fund management industry was likely to face a period of consolidation. 
According to the Investment Management Association’s March 2008 
statistics, there were 98 firms that managed retail funds in the UK. 
Within this number, the 10 largest firms managed a little over 50% of 
the assets whilst the 50 smallest firms managed just over 5% of the 
assets. To us, this looked like an industry that was poised to undergo a 
period of consolidation as markets recovered and we were keen to use 
Premier as the platform to achieve this.

One of the advantages that we found as a management team operating 
in the private market rather than in the public arena was that we 
were able to approach our financial backers and have a constructive 
discussion about our plans. It is an irony of the public markets that the 
most difficult time to raise funding for an acquisition strategy is at the 
very time when such a strategy is most attractive. In our industry, that is 
when multiples are at their lowest and when investor appetite for risk is 
almost non-existent. 

I am confident that had we gone to the public markets in March 2008, 
when panic was at its highest, we would have gained very little traction 
for an acquisition strategy in our sector. Working with Electra Partners 
however, there was a clear understanding that buying when prices 
are low is a sensible approach and we were able to agree our first 
acquisition in July 2008. 

Given the opportunity presented by a fragmented market, regulatory 
change and stock market weakness, we continue to see a number 
of further opportunities for acquisitions over the next couple of years. 
However, acquisitions per se can only be the first stage of any growth 
strategy. The real value comes with the successful integration of these 
businesses and, critically, the subsequent organic growth that the 
enlarged platform can generate. 

It is an irony of the public markets that the most 
difficult time to raise funding for an acquisition 
strategy is at the very time when such a strategy 
is most attractive.
To achieve this it is a given that the operational and finance areas of the 
business must be of the highest quality. The real driver of success in 
our industry, however, will be ensuring that the investment management 
capability is genuinely market leading. This is the second stage of the 
strategic realignment of the business and one that is already very much 
underway at Premier. Building a market-leading fund management team 
is something that I firmly believe is best done in the private rather than in 
the public arena. The great advantage being that the financial backers 
in these businesses fully understand that attractive equity participation 
and revenue sharing arrangements must be in place to attract and retain 
market leading talent.

We are pleased to be in the private arena as we move into the next 
stage of Premier’s development; combining an acquisition strategy with 
the creation of a genuinely outstanding fund management team.

The economic environment remains unstable and concerns of a 
double-dip seem justified. Whilst there are prospects for higher levels of 
investment activity in the market, a number of firms with time constrained 
capital are under pressure to invest (particularly from GPs who are likely 
to struggle to raise future funds) which has resulted in many transactions 
remaining highly priced. In view of this, we believe that caution is still 
required in making new investments today.  

Our portfolio is in good health being largely non-cyclical and defensively 
positioned. Despite the existing overhang of private equity funds in the 
market today, we remain optimistic about strengthening our pipeline 
of deals as Electra’s flexible investment strategy is not confined by 
timescale, deal type or sector. This allows us to see a wide variety of 
opportunities for our investors.

Outlook

Portfolio progress

CREDIT OPPORTUNITIES

In late 2009 and early 2010 Credit Opportunities, the 
€32.5 million secondary debt special purpose vehicle we launched in 
October 2009 to invest in stressed debt, sold 12 of its 14 positions. 
Buying discounted senior A and B loans at circa 75p during 2009 and 
selling at circa 95p later in the year when the markets closed has been 
a very successful, opportunistic investment which has achieved an 
attractive IRR. 

BAXI / BDR THERMEA

October 2009 saw Baxi combine with Dutch competitor De Dietrich 
Remeha to form BDR Thermea Group. We made a further investment 
in the new entity alongside Baxi’s majority shareholder, BC Partners, to 
support this transaction. 

De Dietrich Remeha is a good strategic fit for Baxi; the complementary 
geographical strengths and product ranges with limited overlap are 
expected to give rise to significant synergy opportunities. With some 
6,400 employees, BDR Thermea has become Europe’s third largest 
boilermaker. 

We have been involved in this investment since 1997 when we provided 
finance to support the buyout of Newmond from Williams Holdings. 
Electra supported the business through the acquisition of Baxi in 2000 
and the secondary buyout by BC Partners in 2004 when we realised 
the majority of our investment, but re-invested £14.9 million. As at 
31 March 2010, our 6% stake in BDR Thermea is valued at 
£55.6 million.

LONDON & STAMFORD

When London & Stamford raised a further £225 million through a rights 
issue in July 2009 we invested a further £10 million, bringing our total 
investment in the listed company to £30 million.  

Since then, September 2009 saw London & Stamford make an 
opportunistic purchase of a block of newly developed apartments on the 
site of the former Arsenal Football Stadium for £41 million. In addition,  
the company acquired a freehold distribution unit at Tamworth for 
£33.3 million in January 2010  and also sold a prime  office building in 
Leeds for £51.3 million in February 2010 (purchased for £37.6 million 
in May 2009).

Spotlight on …. Premier Asset Management

“Building a Fund Management Business in a Changing Environment”

Mike O’Shea, CEO

Bolt-on acquisitions

In December 2009 we invested a further £23.6 million in Premier Asset 
Management to facilitate the acquisition of the management contracts 
for two OEIC fund umbrellas from Aberdeen Unit Trust Managers.

Premier is a retail fund manager distributing funds through IFAs as well 
as other discretionary and advisory channels. This bolt-on acquisition 
has transformed Premier, almost doubling assets under management 
to £2.6 billion without a significant increase in fixed costs and bringing 
in funds which are in more mainstream investment areas. 

“Since the beginning of the downturn we have concentrated on protecting 
and enhancing our portfolio. This bolt on is a prime example of the 
strategy; it is transformational for Premier, has significant synergistic 
benefits and the potential for substantial upside for Electra”.

Alex Cooper-Evans
Partner



ELECTRA PARTNERS LLP

Electra Partners is an independent private equity fund manager with over 
25 years experience in the mid-market buyout sector. 

Our flexible investment approach allows us to invest across a broad 
range of sectors and financial instruments including equity, senior equity, 
convertibles and mezzanine debt. 

Concentrating principally on Western Europe and with the majority of 
investments expected to be made in the United Kingdom, we seek to invest 
in the region of £20 million to £75 million per transaction.

Electra Partners LLP
Paternoster House
65 St Paul’s Churchyard
London EC4M 8AB 
T: +44 (0)20 7214 4200
www.electrapartners.com
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